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Operating and Related Companies 

THRIFTY DRUG AND DISCOUNT 
STORES 

operates drug and discount stores in 
California, Arizona, Idaho, Nevada and 
Oregon under the trade name Thrifty 
Drug and Discount Stores. 


DISCOUNT DRUG STORES 

operates drug and discount stores in Utah, 
Washington, New Mexico and Wyoming 
under the trade names Giant T Drug and 
Discount Stores and Thrifty Drug and 
Discount Stores. 


THRIFTY FOOD OPERATION 

operates fountain and coffee shop 
facilities. 

UNITED MERCHANDISING CORP. 

operates sporting goods stores in 
California and Nevada under the trade 
name Big 5 Sporting Goods. 

THE NEWMAN IMPORTING COMPANY 

operates an importing business, with 
sales to jobbers, retailers and mail order 
houses, with offices in Los Angeles and 
Taiwan. 


WONDER WORLD COMPANY 

manages four discount department stores 
in Nevada under the trade name Wonder 
World, “WOW”. 


THRIFTY REALTY COMPANY 

owns 29 stores, 3 distribution centers, a 
film processing plant, a headquarters 
complex and owns and operates an office 
building in downtown Los Angeles. 
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Manufacturing and Processing Plants 

FILM PROCESSING PLANT 

operates a film developing and print 
processing laboratory. 

CABINET SHOP 

produces and distributes display fixtures 
and equipment for new and existing 
stores. 

ICE CREAM PLANT 

manufactures and distributes ice cream 
in package and bulk. 

SIGN PRODUCTION PLANT 

designs and produces sign and display 
material for the stores. 


FOOD PROCESSING PLANT 

processes and distributes food products 
and supplies to the fountain and coffee 
shop facilities. 

THE NEWMAN MANUFACTURING 
COMPANY 

manufactures camping equipment in 
Los Angeles. 

Auxiliary Services 

DATA PROCESSING 

operates an IBM System 370 Model 145 
utilizing OS/VS-1 operating system with 
telecommunication capability. 


INVENTORY DEPARTMENT 

operates inventory crews which take 
store physical inventories on a rotating 
basis. 

INSTALLATION DEPARTMENT 

operates crews which install equipment 
and merchandise in new and remodeled 
stores. 

MAINTENANCE DEPARTMENT 

performs repairs and preventive 
maintenance in the stores and other 
facilities. 

SECURITY DEPARTMENT 

performs investigative, protective and 
shopper services for all operations. 
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Thrifty Drug Stores Co. Inc. and subsidiaries 


ASSETS 

Current Assets: * 

Cash . 

Certificates of deposit and Treasury Bills . 

Refundable income taxes . 

Receivables . 

Merchandise and other inventories at cost (Note 1) . 

Prepaid expenses . 

Total current assets . 

Investments in Other Companies, 

at cost (1974 market value, approximately $945,000) . 

Property, Plant and Equipment, at cost: 

Thrifty Realty Company (land) . 

Thrifty Realty Company (buildings and improvements) . 

Thrifty Drug Stores Co. Inc. and other subsidiaries (equipment) ... 

Less — accumulated depreciation and amortization . 

Other Assets 


1974 


$ 5,220,000 
2,115,000 
3,031,000 
2,856,000 
98,551,000 
3,252,000 
115,025,000 


26,000 


11,398,000 

22,017,000 

4^804,000 

76,219,000 

23,947,000 

52,272,000 

4,358,000 

$171,681,000 


1973 


$ 4,250,000 
4,115,000 

2,583,000 

97,564,000 

3,399,000 

111,911,000 


31,000 


10,117,000 

19,487,000 

35,401,000 

65,005,000 

21,064,000 

*3,941,000 

3,383,000 

$159,266,000 


The accompanying notes are an integral part of these balance sheets. 
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Consolidated balance sheets, 


August 31,1974 and 1973 


LIABILITIES 

Current Liabilities: 

Accounts payable . 

Accrued liabilities . 

Federal income taxes. 

Current maturities of long-term notes payable 
Total current liabilities. 


1974 

$ 47,288,000 
9,475,000 

2,105,000 

58,868,000 


1973 

$ 39,569,000 
9,624,000 
1,108,000 
2,169,000 
52,470,000 


Deferred Federal Income Taxes (Note 1) 


2,222,000 


2,657,000 


Long-Term Notes Payable, net of current maturities shown above 
(Note 3): 

Thrifty Realty Company (principally secured) . 

Thrifty Drug Stores Co. Inc. and other subsidiaries. 


27,311,000 
5,168,000 
32,479,000 


24,378,000 

2,451,000 

26,829,000 


Commitments (Note 4) 

Common Stock and Surplus (Notes 3 and 5): 
Common stock, without par value — 
Authorized —15,000,000 shares 
Outstanding — 9,801,428 shares in 
1974 and 9,813,628 in 1973, stated at 

Capital surplus . 

Earned surplus . 


2,675,000 

3,086,000 

72,351,000 

78,112,000 

$171,681,000 


2,626,000 

3,102,000 

71,582,000 

77,310,000 

$159,266,000 


The accompanying notes are ah integral part of these balance sheets. 





































> DISCOUNT ; 

Thrifty Drug Stores Co. Inc. and subsidiaries 


Consolidated statements of income 


For the years ended August 31, 1974 and 1973 


Revenues: 

Sales . 

Rental income 
Other revenues 


1974 

$458,947,000 

1,617,000 

1,151,000 

461,715,000 


1973 

$426,342,000 

358,000 

727,000 

427,427,000 


Costs and Expenses: 

Cost of goods sold, buying and occupancy. 

Selling and administration . 

Contribution to employees’ retirement plan . 

Depreciation and amortization (Note 1) — 

Thrifty Realty Company. 

Thrifty Drug Stores Co. Inc. and other subsidiaries 
Interest expense — 

Thrifty Realty Company . 

Thrifty Drug Stores Co. Inc. and other subsidiaries 
Interest income . 


343,122,000 

105,641,000 

697,000 

548,000 

3,030,000 

1,078,000 
1,056,000 
(364,000) 
454,808,000 


308,783,000 

94,784,000 

882,000 

548,000 

2,615,000 

1,069,000 

499,000 

(376,000) 

408,804,000 


Income Before Provision for Taxes on Income 


6,907,000 


18,623,000 


Provision for Taxes on Income (Notes 1 and 7): 

Current . 

Deferred . 

Net Income (Note 1) . 


2,007,000 
925,000 
2,932,000 
$ 3,975,000 


8,021,000 
1,037,000 
9,058,000 
$ 9,565,000 


Earnings Per Common Share (Notes 1 and 2) 


$.41 


$.99 


The accompanying notes are an integral part of these statements. 
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Consolidated statements of changes in financial position 


the years ended August 31, IS 


SOURCES OF FUNDS: 

Net Income. 

Depreciation and amortization . 

Deferred income taxes . 

Funds provided from operations. 

Additions to long-term notes payable — 

Thrifty Realty Company . 

Thrifty Drug Stores Co. Inc. and other subsidiaries 

Sale of stock under stock option plan. 

Acquisition of business . 


USES OF FUNDS: 

Cash dividends on common stock. 

Additions to properties, net — 

Thrifty Realty Company . 

Thrifty Drug Stores Co. Inc. and other subsidiaries 
Payments on long-term notes payable — 

Thrifty Realty Company . 

Thrifty Drug Stores Co. Inc. and other subsidiaries 

Acquisition of Treasury Shares. 

Other . 


INCREASE (DECREASE) IN WORKING CAPITAL 

INCREASE (DECREASE) IN WORKING CAPITAL 
ACCOUNTED FOR BY CHANGES IN: 

Merchandise and other inventories. 

Other current assets . 

Accounts payable . 

Accrued liabilities . 

Refundable income taxes . 

Current maturities of long-term notes payable 


1974 

$ 3,975,000 

3,578,000 
925,000 
8,478,000 

4,602,000 

3,334,000 

758,000 

17,172,000 

3,842,000 

4,167,000 

7,742,000 

1,669,000 
617,000 
89,000 
2,330,000 
20,456,000 

$ (3,284,000) 


$ 987,000 

(904,000) 
(7,719,000) 
1,257,000 
3,031,000 
64,000 

$ (3,284,000) 


1973 

$ 9,565,000 

3,163,000 
1,037,000 
13,765,000 

6,597,000 

188,000 


20,550,000 

3,566,000 

5,285,000 

1,573,000 

4,158,000 

1,144,000 

740,000 

_25,000 

16,491,000 

$ 4,059,000 


$ 11,404,000 
574,000 
(5,474,000) 
(1,697,000) 

_(748,000) 

$ 4,059,000 


The accompanying notes are an integral part of these statements. 
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Consolidated statements of surplus 


t-or the years ended August 31, 1974 and 1973 


Thrifty Drug Stores Co. Inc. and subsidiaries 


Capital Surplus: 

Balance, beginning of year. 

Add (deduct) — 

Acquisition of business (Note 6) . 

Excess of proceeds over stated value of common stock 
issued under stock option agreements (Note 5). 

Balance, end of year. 

Earned Surplus: 

Balance, beginning of year. 

Add (deduct) — 

Net income. 

Acquisition of business (Note 6) . 

Cash dividends on common stock. 

Acquisition of Treasury Stock (12,200 share's in 1974, 
93,800 shares in 1973) . 

Balance, end of year . 


1974 

$ 3,102,000 
(16,000) 


$ 3,086,000 


$ 71,582,000 

3,975,000 

725,000 

(3,842,000) 

(89.000) 
$ 72,351,000 


The accompanying notes are an integral part of these statements. 


1973 

$ 2,919,000 


183,000 
$ 3,102,000 

$ 66,323,000 
9,565,000 

(3,566,000) 

(740,000) 
$ 71,582,000 


Arthur Andersen & Co. 

1320 WEST THIRD STREET. LOS ANGELES 

To the Board of Directors and Shareholders. 

Thrifty Drug Stores Co. Inc.: 

We have examined the consolidated balance sheets of THRIFTY DRUG STORES CO. INC. 
(a California corporation) and subsidiaries as of August 31, 1974 and 1973, and the related 
consolidated statements of income, surplus and changes in financial position for the years then 
ended. Our examinations were made in accordance with generally accepted auditing standards, 
and accordingly included such tests of the accounting records and such other auditing procedures 
as we considered necessary in the circumstances. 

As more fully explained in Note 1 to the accompanying financial statements, the company 
changed from a method approximating the first-in, first-out method to the last-in, first-out method 
of computing the cost of its merchandise inventories as of September 1,1973. 

In our opinion, the accompanying financial statements present fairly the financial position 
of Thrifty Drug Stores Co. Inc. and subsidiaries as of August 31, 1974 and 1973, and the results 
of their operations and the changes in their financial position for the years then ended, in con¬ 
formity with generally accepted accounting principles which, except for the change, with which we 
concur, in the method of accounting for inventories referred to in the preceding paragraph, were 
consistently applied during the periods. 


ARTHUR ANDERSEN & CO. 

Los Angeles, California 
November 22, 1974 
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Notes to consolidated financial statements' 


August 31,1974 






(1) Accounting policies 

The consolidated financial statements include the 
accounts of the company and its subsidiaries. All 
significant intercompany accounts and transactions 
have been eliminated. 

As of September 1, 1973, the company adopted 
the last-in, first-out (LIFO) method of determining 
merchandise inventory cost; it had previously used 
a method which approximated the first-in, first-out 
(FIFO) method. The new method is considered to be 
preferable because it more closely matches current 
costs with current revenues in periods of price level 
changes; under the LIFO method, current costs are 
charged to cost of sales for the year. This change in 
the method of accounting for inventories had the ef¬ 
fect of reducing net income for the year 1974 by 
$4,118,000 or $.42 per share below that which would 
have been reported using the company’s previous in¬ 
ventory pricing method. For this type of accounting 
change there is no cumulative effect on retained earn¬ 
ings as of August 31, 1973. Under the prior method of 
accounting, inventories would have been $8,703,000 
higher than those reported at August 31, 1974. 

The company follows the policy of providing for 
depreciation on a straight-line basis over the useful 
lives of the various properties. Leasehold improve¬ 
ments are amortized generally over the periods of the 
respective leases. Expenditures for property mainte¬ 
nance and repairs are charged to expense; additions 
and betterments are added to property at cost. 

Deferred taxes result primarily from accelerated 
depreciation taken for tax purposes and timing dif¬ 
ferences related to the deduction of state income 
taxes, which resulted in the deferral of $474,000 and 
$326,000, respectively in 1974. 

New store pre-opening costs are charged against 
operations as incurred. 

Proceeds from the sale of stock under the stock 
option plan are included in the capital accounts. No 
amounts have been reflected in the income accounts 
of the company with respect to the stock options. 

(2) Earnings per share 

Earnings per common share were computed using 
the average number of shares outstanding during the 
respective year. 

(3) Long-term notes payable 

Notes payable to banks and insurance companies 
at August 31, 1974 consist of $27,311,000 payable by 
Thrifty Realty Company ($16,811,000 secured by 
deeds of trust and/or assignment of leases) and 
$5,168,000 by Thrifty Drug Stores Co. Inc. and other 
subsidiaries. These notes are due in installments to 
1999, and have a weighted average interest rate of 
7.7%. 

At August 31, 1974, under the terms of the most 
restrictive loan agreement, consolidated earned sur¬ 
plus of approximately $23,112,000 is eligible for the 
declaration of dividends on or the acquisition of 
common shares. 


The companies have long term lines of credit 
totalling $21,370,000 at the prime interest rate of 
which $7,953,000 is unused at August 31, 1974 and 
short term lines of credit at the prime interest rate for 
$7,500,000 all of which is unused at August 31, 1974. 

(4) Commitments 

The companies have leases (principally non-cap- 
italized facility finance leases) on real and personal 
property expiring at various dates from 1975 to 2006. 
The rentals payable under these leases are deter¬ 
mined on four principal bases; fixed rentals, percent- 
age-of-sales without minimum, percentage-of-sales 
with required minimum, and percentage-of-sales with 
minimum payable to prevent cancellation. The ag¬ 
gregate annual amounts payable, net of sublease com¬ 
mitments which are not material, as fixed rentals, 
minimum rentals, and minimum rentals to prevent 
cancellation (excluding leases applicable to stores 
not open at August 31, 1974) average $11,300,000 
per year for the next five years and for the five year 
periods ended August 31,1984,1989, and 1994 amount 
to approximately $48,600,000, $37,700,000 and 

$26,730,000, respectively; the remaining commitment 
amounts to approximately $5,600,000. 

Net rental expense attributable to these leases 
was $14,734,000 and $14,774,000 for the years ended 
August 31,1974 and 1973 respectively. 

At August 31, 1974 and 1973 present values 
of future noncancellable lease commitments were 
$95,000,000 and $100,000,000. The weighted aver¬ 
age interest rate based on present values was 6.6%. 
The range of interest rates was 4.2% to 9.0%. 

The impact on net income for 1974 and 1973 of 
capitalization of noncapitalized financing leases would 
be immaterial. 

(5) Stock Option Plan 

At August 31, 1974, 123,000 shares of the com¬ 
pany’s unissued common stock were reserved for sale 
to certain employees under a stock option plan, and 
options covering 58,200 shares at prices ranging from 
$6.75 to $15.25 per share were outstanding. The out¬ 
standing options can be exercised only by a person 
remaining in the employ of the companies for at least 
four years and eleven months from the date of issu¬ 
ance. Options may not be granted at a price less than 
the fair market value at date of grant. 

(6) Acquisitions 

During 1974, the Company acquired two com¬ 
panies. Neither had a material effect on the financial 
statements. 

(7) Taxes 

The provision for income taxes include state in¬ 
come taxes of $617,000 in 1974 and $1,455,000 in 
1973. Investment tax credits of $434,000 in 1974 and 
$385,000 in 1973 have been recorded as a reduction 
of the provision for income taxes. 
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Summary of growth 



Year 

Ended 

Aug. 31 

Thrifty 

Stores 
at End 
of Year 

Big 5 

Stores 
at End 
of Year 

Sales** 

Net 

Income*** 

Net Worth 
at End 
of Year 

1952 

96 


$ 54,038,000 

$ 513,000 

$10,250,000 

1953 

103 


60,571,000 

884,000 

10,542,000 

1954 

108 


63,119,000 

757,000 

10,741,000 

1955 

114 


66,661,000 

960,000 

11,142,000 

1956 

123 


74,875,000 

1,576,000 

11,820,000 

1957 

129 


86,771,000 

2,095,000 

13,054,000 

1958 

136 


97,712,000 

2,729,000 

14,645,000 

1959 

145 


115,586,000 

3,789,000 

20,658,000 

1960 

160 


134,195,000 

4,147,000 

22,861,000 

1961 

178 


151,857,000 

4,226,000 

24,956,000 

1962 

196 


170,173,000 

4,289,000 

26,984,000 

1963 

215 


189,043,000 

4,808,000 

29,821,000 

1964 

238 


210,816,000 

5,419,000 

33,222,000 

1965 

255 


226,819,000 

6,297,000 

39,396,000 

1966 

272 


243,261,000 

7,256,000 

43,894,000 

1967* 

291 

13 

259,156,000 

6,346,000 

47,428,000 

1968* 

313 

15 

284,321,000 

6,398,000 

51,093,000 

1969* 

325 

17 

309,588,000 

7,076,000 

55,377,000 

1970* 

346 

19 

335,583,000 

7,693,000 

61,088,000 

1971 

362 

19 

356,196,000 

8,105,000 

66,022,000 

1972 

387 

24 

388,387,000 

8,939,000 

71,863,000 

1973 

413 

26 

426,342,000 

9,565,000 

77,310,000 

1974 

441 

32 

458,947,000 

3,975,000**** 

78,112,000’ 


‘Restated to reflect the United Merchandising Corp. pooling of interests. 
“Exclusive of leased departments of Wonder World. 

“‘Exclusive of extraordinary income items. 

““LIFO method of accounting for inventories adopted in fiscal year 1974. 
See Note 1 to consolidated financial statements. 


Code of personnel administration 

Objective 

The Thrifty Code of Personnel Administration is designed to create and main¬ 
tain a State of Attunement (or Harmony) throughout the entire organization. 

Attunement is achieved when understanding, trust and respect exist in and between all of us who comprise Thrifty, and when 
each person in the Company is afforded the opportunity to derive the maximum satisfaction and pride from the performance of 
his duties and from his association with the Company. 


The Code 

THRIFTY PLEDGES TO EACH PERSON IN THE COMPANY THE FULFILLMENT OF THE FOLLOWING PRINCIPLES: 


1 To respect each employee as an individual and to be courteous and con¬ 
siderate to each employee in order that personal dignity may be maintained. 

2 To treat each employee fairly and without discrimination with regard to 
race, color, creed, age, sex or political affiliation. 

3 To encourage employees to voice their opinions freely, whether favorable or 
unfavorable, about the policies, programs and practices of the Company, and 
to provide an orderly system by which employees will be given thorough and 
sympathetic consideration of any job or personal problem which they may have. 

4 To keep employees informed of the policies, plans, problems and progress 
of the Company, including those of the specific department or division in 
which the employee works. 

5 To afford employees the opportunity to train and become better skilled in 

The management of Thrifty holds each executive, manager and supervisor who t 
and implementation of the above set of principles. 


their jobs, as well as better prepared for advancement in the organization. 

6 To promote from within Company ranks, whenever qualified persons are 
available. 

7 To provide and maintain safe, clean and orderly work facilities and areas. 

8 To maintain a standard of pay and benefits equal to or higher than that of 
competitive establishments in the retail drug, variety and department store 
fields. 

9 To operate in complete compliance with all applicable agreements and 
federal, state and local laws affecting employees. 

10 To do all other things which will create and maintain an environment which 
permits employees to take pride in the Company and inspires them to give 
wholeheartedly of their best efforts. 

the work of others responsible, consistent with his authority, for the execution 
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